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LANCASTER, KY 40444-0670 
(859) 792-4501 TTY: 800-648-6056 

FAX: (859) 792-1671 

September 3, 2014 

Mr. Jeff Derouen, Executive Director 
Public Service Commission 
211 Sower Blvd. 
Frankfort, KY 40602 

RE: Proposed Wholesale Water Rate Increase From City of Danville 

Dear Mr. Derouen, 

RECEIVED 
SEP 8-2014 

PUBLIC SERVICE 
COMMISSION 

Please accept this letter as the Association's formal opposition to the proposed 
wholesale rate increase from the City of Danville. This proposed increase is a direct 
result of the construction of a new water treatment facility in Danville. The Association's 
primary complaint involves the timing of the proposed rate increase. After 
conversations with the City of Danville it appears that they will not be closing on the 
associated Rural Development loans for this construction project until the early part of 
2016. It is the Association's belief that a wholesale customer should not realize the 
increased rate until such time as the City of Danville closes out the loans associated with 
this project and is producing water from the new, completed treatment facility. This 
proposed wholesale rate increase will result in an increase of approximately $75,000 per 
year to the Association's members. This $75,000 would be paid for at least one year 
prior to ever receiving the product in which the members are to receive. 

In a letter dated August 20, 2014, the City of Danville provided the Association 
with notice of the proposed rate increase. As stated in the letter, the City of Danville 
proposes this rate increase to take effect on September 1, 2014. The Association, 
however, has stated in its Water Purchase Agreement that any proposed rate increase 
must provide five (5) months written notice. In the ordinance adopted by the Danville 
City Commission this provision in the original Water Purchase Agreement has been 
considered. Thus, when reviewing the letter proposing the rate increase and the 
ordinance, the Association's rate increase should occur on or around February 1, 2015. A 
copy of the letter sent by the City of Danville, the Garrard County Water Association 
Water Purchase Agreement and the ordinance adopted by the Danville City Commission 
have been included with this letter. 



Sincerel 

We ask for the Commission's consideration in this matter and should we be able 
to provide further information please advise. 

Paul Reyno d , President 
Garrard County Water Association 

Enclosures 



City of 

DANVILLE 
KENTUCKY 

P0. Box 670 
Danville, KY 40423 
(859) 238-1200 

  

August 20, 2014 

Garrard County Water Association 

Paul Reynolds 

315 Lexington Street 

Lancaster, Kentucky 40444 

(859)792-4501 

RE: 2014 Wholesale Water Rate Adjustment 

Dear Mr. Reynolds, 

We are providing this letter as the official notice of the 2014 Wholesale Water Rate Adjustment as discussed 

previously. This letter is to confirm for you the basis for the rate adjustment and also the details of the change. 

Recall the City previously indicated its intention to complete a utility rate study this year. The City contracted with 

a third party, Salt River Engineering, to complete the rate study with a cost of service component and to evaluate 

and recommend adjustments for all rates charged by the City's municipal utility. The study began this past winter 

and the wholesale portion of the evaluation has been completed. The rate study was completed consistent with 

the principles established in the American Water Works Association Manual M-1. The chosen study approach was 

the Hybrid Method (Cash Needs/Utility Basis) which was used to determine the revenue requirements for both 

owner and non-owner utility customers. 

The City Commission accepted the recommendations from the consultant by implementing revised wholesale 

rates. The implementation of the revised rates will begin with the effective date of September 1.st  2014. 

Consistent with the recommendations, the Garrard County Water Association shall pay a Flat Rate of $2.41 per 

1000 gallons consumed or $1.80 per 100 cubic feet consumed. The minimum bill will not adjust as a result of this 

change. 

As stated previously it is our goal to help you understand the details related to the rate identified. As such we vi!! 

be more than willing to provide information to provide a better understanding. Please let us know how we may 

address your questions. We look forward to working with you as we transition into this revised rate. 

ectfully, 

Earl Coffey 

City Engineer 

"This institution is an equal opportunity provider and employer" 

"The City of Firsts" 
First Courthouse in Kentucky - 1785 

	
First Capitol of Kentucky District - 1785 

	
First College in the West - 1783 

First U.S. Post Office in the West - 1792 
	

First Political Club in the West - 1786 
	

First Law School in the West - 1799 
First Successful Ovariotomy in the World - 1809 

	
First Constitutional Convention in the West - 1792 

	
First State Supported School for Deaf - 1823 



ORDINANCE NO. 1823 

AN ORDINANCE AMENDING CDO SECTION 18-79(2) PERTAINING TO 
WATERWORKS AND MONTHLY WATER RATES FOR WHOLESALE 
CONSUMERS. 

WHEREAS, the Board of Commissioners authorized a water rate study conducted 

by Salt River Engineering; and 

WHEREAS, said study was based on American Water Works Association 

(AWWA) guidelines and principles; and 

WHEREAS, the Board of Commissioners deems it necessary and appropriate to 

make certain adjustments to the water rates for its wholesale consumers based on the 

reasonable mathematical conclusions drawn from said study and the cost of service 

method of calculation; 

NOW, THEREFORE, BE IT ORDAINED BY THE BOARD OF 

COMMISSIONERS OF THE CITY OF DANVILLE, KENTUCKY, as follows: 

SECTION ONE: 

Section (2) of §18-79 of the City of Danville Code of Ordinances is hereby 

amended to read as follows: 

(2) 	Monthly water rates for wholesale consumers: 

(a) Garrard County Water Association shall pay a flat rate of $2.41 per 

1,000 gallons consumed, which is the equivalent of $1.80 per cubic foot  

consumed. 

(b) Hustonville shall pay a flat rate of $2.47 per 1,000 gallons consumed, 

which is the equivalent of $1.85 per cubic foot consumed;  
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(c) Lake Village Water Association shall pay a flat rate of $2.41 per 1,000 

gallons consumed, which is the equivalent of $1.80 per cubic foot 

consumed;  

(d) Parksville shall pay a flat rate of $2.68 per 1,000 gallons consumed,  

which is the equivalent of $2.00 per cubic foot consumed; and  

(e) For all other wholesale consumers, the usage rates shall be 2.4.1 per 

1,000 gallons consumed,  which is the equivalent of $1.80 per cubic foot 

consumed. The minimum monthly rate is $448.00. 

SECTION TWO: Section 18-82 of the City of Danville Code of Ordinances is 

hereby amended to read as follows: 

(a) There is hereby imposed a nonresident surcharge of one hundred 

twenty (120) percent to be added to the total water bill, but less taxes, off all 

residential and commercial consumers outside the city limits purchasing water 

from the city filtered at the city waterworks. There is hereby imposed a 

nonresidential surcharge of twenty (20) percent to be added to the tetal water bill, 

(b) There is hereby imposed a nonresident surcharge upon all industrial 

customers outside the city limits purchasing water from the city filtered at the city 

water works, which surcharge shall be equivalent to one hundred twenty (120) 

percent to be added to the total water bill, but less taxes. 
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SECTION THREE: This ordinance is effective as of September 1, 2014, or as 

soon thereafter as each wholesale water purchase contract will allow and is practicable. 

SECTION FOUR: If any section, subsection, paragraph, sentence, clause, phrase, 

or portion of this Ordinance is declared illegal or unconstitutional or otherwise invalid, 

such declaration shall not affect the remaining portions hereof. 

GIVEN FIRST READING AND PASSED 

GIVEN SECOND READING AND PASSED 

PUBLISHED IN THE ADVOCATE-MESSENGER 

APPROVED: 

BERNIE HUNSTAD, MAYOR 
ATTEST: 

DONNA PEEK, CITY CLERK 
W: \Common File \City of Danville \Ordinances (20I4)\ Water - Wholesale Consumer Rates Ordinance Amendment-2014.doc 
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WATER PURCHASE CONTRACT 

This contract for the sale and purchase of water is made and 

entered into this =23J day of , l9 	, by 

   

      

and between the City of Danville, Kentucky, a municipal corporation 

of the third class, sometimes hereinafter referred to as "Seller", 

and Garrard County Water Association, Inc., hereinafter referred to 

as "Purchaser"; 

WITNESSETH 

WHEREAS, the Seller owns and operates a water supply 

distribution system and desires to sell water to the Purchaser; and 

WHEREAS, the Purchaser desires to purchase water from the 

Seller, and 

WHEREAS, resolutions have been duly enacted by each of the 

governing bodies of the respective parties hereto, which 

resolutions approved the terms and provisions of this agreement and 

do further authorize the respective representatives of each party 

to execute this agreement. 

NOW, THEREFORE, in consideration of the foregoing and in 

further consideration of the mutual promises and agreements 

contained herein, the parties hereby do now agree to the following 

terms and conditions: 

1. 	The term of this contract shall be for a period of 45 

years, commencing on or before the first day of October, 1999, and 

ending on the first day of October, 2044. 
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2. The Seller agrees to furnish the Purchaser at the point 

of delivery specified and set forth on Addendum a (attached hereto 

and incorporated by reference) during the term of this contract 

treated water suitable for human consumption and meeting applicable 

purity and safety standards, in a quantity not to exceed 300,000 

gallons per day, 9,000,000 gallons per month. 	The Purchaser 

specifically agrees and covenants to purchase from Seller during 

the term set forth above and not exceeding the limits set forth 

above, unless a written agreement is had to the contrary. 

3. The water, to be sold hereunder will be furnished at a 

point set forth in the attached addendum. If a greater pressure 

than that normally available at the point of delivery is required 

by the Purchaser, the costs and means of providing such greater 

pressure shall be the responsibility of the Purchaser. It shall be 

the expense and the responsibility of the Purchaser to (a) 

construct and maintain any line or lines beyond the point of 

delivery, (b) purchase and install a water meter and necessary 

appurtenant facilities consistent with the specifications directed 

by the Seller's City Engineer, and (c) provide the hook-up or 

connection at the point of delivery, but subject to the supervision 

and the approval of the Seller's City Engineer. 

4. The water purchased and sold under this agreement shall 

be delivered by Seller at the above-stated point of delivery and 

shall pass through and be measured by a meter capable and 

sufficient to measure the quantity of water so delivered. It shall 
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be the expense and responsibility of the Purchaser to furnish, 

install, and maintain the necessary metering equipment, the same to 

be determined by the Seller's City Engineer, and any required 

devices of standard types for property measuring the quantity of 

water delivered to the Purchaser and the responsibility of the 

Seller to calibrate and test for accuracy such metering equipment 

annually, or at such other times that are reasonably requested by 

either party. A meter registering not more than 2% above or below 

the test result shall be deemed to be accurate. 	The previous 

readings of any meter disclosed by tests to be inaccurate shall be 

corrected for the six (6) months previous to such tests in 

accordance with the percentage of inaccuracy found by such tests. 

If any meter fails to register for any period, the amount of water 

delivered in the corresponding period immediately prior to the 

failure shall be considered the amount consumed, unless the Seller 

and Purchaser shall agree upon a different amount. The metering 

equipment shall be read on a regular basis, but not less than once 

every month. 	An appropriate official or representative of the 

Purchaser shall at all reasonable times have access to the meter 

for the purpose of verifying its readings. 

5. 	The Purchaser agrees to pay to Seller for water delivered 

in accordance with the following rate schedule based on monthly 

consumption: 

Quantity 
	

Rate 
(Cu Ft) 
	

($/100 Cu Ft) 
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First 20,000 Cu ft $1.68 
Next 80,000 Cu ft $1.44 
Next 100,000 Cu ft $1.20 
Next 300,000 CU ft $1.06 
All over 500,000 CU ft $0.86 

6. In addition to the foregoing schedule of rates, the 

Purchaser shall further pay to Seller a surcharge of twenty'percent 

(20%) to be added to the total water bill (not including any 

applicable taxes or fees). 

HOWEVER, the parties understand and agree that if at any time 

during the term of this agreement the rate charged to other 

wholesale consumers, including other municipalities, independent 

water districts, or-privately owned water companies, are modified, 

either increased or decreased, the rate of charge to the Purchaser 

shall automatically be modified to confirm to such rates; 

similarly, it is agreed and understood that in the event the amount 

of the surcharge which is charged to all wholesale customers 

outside the city limits of Seller, is modified, then the rate of 

surcharge unto Purchaser shall automatically be modified to conform 

with such surcharge rate. 	It is understood and agreed by the 

parties that modification of the water purchase rate and the 

surcharge thereon shall be at the discretion of the Seller, City of 

Danville. The City of Danville shall be required to give a written 

five (5) month advance notice of any rate increase and comply with 

any applicable Public Service Commission rulings. 

7. 

	

	The Purchaser sh.all not consume more than the monthly 

limit without written permission from the Seller except in the case 
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of an emergency. If an emergency so arises, it shall be the duty 

of the Purchaser to immediately notify the Seller by telephone of 

such said emergency and its expected duration and then to follow-up 

the said telephonic notice with written notice within 24 hours 

served by certified mail, return receipt requested and that this 

exception does not apply if the reason for the emergency is due to 

drought or otherwise lack of rain. 

8. Payment for such water delivered shall be made promptly 

and in accordance with the regular billing policy of the Seller, 

which shall from time to time, be in effect. 	The Seller shall 

furnish Purchaser with an itemized statement of the amount of water 

furnished the Purchaser during the proceeding period for which the 

meter was read. 

9. The Seller will at all times operate and maintain its 

system to the point of delivery to Purchaser in a state of 

reasonable repair and will take such reasonable action as may be 

necessary to furnish the Purchaser with the quantities of water 

heretofore set forth. 	Temporary or partial failure to deliver 

water shall be remedied with all possible dispatch. In the event of 

an extended shortage of water, or if the supply of water available 

to the Seller is otherwise diminished over an extended period of 

time, the supply of water to Purchaser's consumers shall be reduced 

or diminished in the same ratio or proportion as the supply to 

Seller's other customers located outside its corporate limits is 

reduced or diminished. Seller will afford priority to customers 
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within the City of Danville. 	The obligation of the Seller to 

supply water is limited, however, by the understanding that while 

the Seller shall use reasonable care and diligence in the operation 

and maintenance of its existing system to prevent and avoid 

interruptions or fluctuations in supply, that nevertheless the 

Seller does not guarantee that such interruptions and fluctuations 

will not occur. The parties agree that the Seller shall not be 

liable for the curtailment of supply due to emergencies, breaks, 

leaks, defects, necessary repairs, fires, strikes, acts of God, or 

other causes of unu.sual demand upon its system. Further, in the 

event of fire, storm, war, acts of God, or other emergencies, the 

Seller's City Manager may, without liability attaching to the 

Seller, and without notice, reduce or temporarily discontinue such 

water supply. 	In the event the Seller's City Manager shall be 

absent from the City of Danville, or be for any reason 

incapacitated, his power to order reduction or cessation of supply 

shall vest in the City of Danville's Fire Chief, or if he shall be 

absent or incapacitated, then in the Seller's City Engineer. In 

either event, the official determination of emergency shall permit 

such reduction or cessation during the emergency without liability 

unto the Seller, but with the understanding that same shall be 

rectified as quickly as is reasonably possible. 

10. It is contemplated and understood that the water sold 

hereunder is for the purpose of providing for the needs of 

consumers located with the jurisdiction of the Purchaser. It is 
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agreed and understood the Purchaser shall not circumvent the 

intention of this contract by the selling of such water, or any 

portion thereof, unto other municipalities, water districts, or 

such other entities providing water to consumers not located within 

the jurisdiction of the Purchaser herein, without the express 

written consent of the City of Danville. 

11. Should major industrial consumer of water desire to 

located within the area served by the Purchaser, the Purchaser 

shall not supply water unto said major industrial consumer of water 

without the express written consent and approval of the City of 

Danville, which consent and approval shall not be unreasonably 

withheld. A major industrial consumer of water is defined as one 

using more than 500,000 gallons of water per month. 

12. The parties acknowledge that Seller obtains its raw water 

from Herrington Lake pursuant to an agreement with Kentucky 

Utilities Company dated April 14, 1970, under which Agreement the 

sale of water to the Purchaser herein may be subject to the 

approval or disapproval of said Kentucky Utilities Company. In the 

event Kentucky Utilities Company fails to grant approval, or in the 

event Kentucky Utilities Company grants approval but subsequently 

revokes such approval, or in the event the Kentucky Utility Company 

undertakes any action to prohibit or limit the sale of water 

specifically to the Purchaser herein or to the City of Danville, 

the City of Danville shall have only a good faith duty to negotiate 

the matter with Kentucky Utilities Company, but shall not be held 
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liable for any cessation or reduction in the amount of water 

provided to the Purchaser herein which results directly from such 

action by Kentucky Utilities Company. 

13. By execution of this contract, the undersigned parties do 

hereby acknowledge that all prior contracts or agreements between 

these parties relative to the sale and purchase of water are hereby 

rescinded and of no further force and effect. 

IN TESTIMONY WHEREOF, the parties hereto, by and through their 

respective authorized representatives, have executed this agreement 

effective the date first above written. 

SELLER 
CITY OF DANVILLE, KENTUCKY 

BY: 	 
MAYOR 

ATTEST: 

CITY CLERK 

PURCHASER 
THE GARRARD CO TY WATER ASSOC. 	 INC. 

 

BY: //,:'  
PR S DE 

ATTEST: 

SECRETARY 
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ADDENDUM A 

Following is a description of the expected connection to the 

City of Danville system, by Garrard County Water Association. 

1). The point of connection will be made to the existing 12-

inch water main currently located on the City of Danville property 

on Gun Range Road, this point of connection being just south of an 

existing meter vault where there will be installed appropriate 

equipment to check flows in the main to determine if leaks may 

exist under the lake. 

2). The Purchaser will be responsible for construction of the 

water mains including those under the lake as well as work 

necessary for connections and metering. The Purchaser will also be 

responsible for any repair work to said 	and water mains. 

The Purchaser will not be responsible for leaks in unmetered 

portions of the mains provided repairs are made in a timely manner. 

3). The meter to measure water to the Purchaser shall be 

located on the East Side of the lake on the northwest corner of the 

Jim Bryant property near the end of Bryant's Camp Road and 

accessible without interference of private property. 

C: \ WP60 \CITY\ WATERPUR.CON 
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